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INDEPENDENT AUDITORS' REPORT 

Board of Trustees 

Harbor Police Employees' Retirement System 

W e have audited the accompanying statements of plan net assets of the Harbor Police Employees' 

Retirement System (the Plan), as of June 30, 2002 and 2001 and the related statements of changes in plan 
net assets for the years then ended. These financial statements are the responsibility of the Plan's 

management. Our responsibility is to express art opinion 
.on these financial statements based ou our 

audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United Slates of 

America and Government Auditing Standards, issued by the Comptroller General of the United States
. 

Th ose standards require that we plan and perform the audit to obtain reasonable assurance about whether 

the financial statements are free of material misstatement
. An audit includes examining, on a test basis

, 

evidence supporting the amounts and disclosures in the finan cial statements
. An audit also includes 

assessing the accounting principles used and significant estimates made by management
, 
as well as 

evaluating the overall finan cial statement presentation
. W e believe that our audits provide a reasonable 

basis for our opinion. 

Metairie, Louisiana 

September 6, 2002 

30th Floor - Energy Centre 1100 Poydras Street New Orleans
, 
LA 70163-3000 lek 504

.569.2978 

9324 Severn Avenue, Suite A Metairie,/A 70001 7e1: 504
.837.hggo Fa~: .504

.834,3609 



RECEIVABLES: 

Member contributions 

Employer contributions 

Accrued hlterest 

Other 

Total receivables 

INVESTM ENTS, at fair value 

U.S. Govenunent 

Federal agencies 

Corporate bonds 

Money market mutual funds 

Equity securities 

Total investments 

A
.

SS S ETS 

The aecompanying notes are ml integral part of these statements. 
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2002 2001 

7,965 

14,792 

107,362 

130.119 

1,651,212 

2,465,579 

2,833,642 

188,282 

3,347,950 

10.486.665 

7,938 

7,938 

94,511 

9.845 

1,817,743 

2,636,927 

2,504,304 

188,157 

3,834,349 

10,981,480 

10,616,784 11,101,712 

3.000 600 

$ 10,613.784 $ 11.101.112 



ADDITIONS: 

Contributions: 

Members 

Employer 

Fines and other received 

Investment income 

Realized and unrealized net losses on investments 

Total additions 

DEDUCTIONS: 

Benefits paid 

Refunds and transfers of contributions 

Administrative expenses 

Total deductions 

2002 2001 

104,527 

194,012 

5,377 

481,602 

(565,954) 

$ 102,282 

102,282 

9,845 

515,694 

(374,043) 

219,564 356.060 

618,007 

26,315 

62,570 

706_892 

603,344 

47,895 

56.931 

708.170 

(487,328) (352,110) 

$ 10.613,784 $ 11.101.112 

The accompanying notes are an integral part of these statements 
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Reporting entity 

The ttarbor Police Employees' Retirement System is a public corporation created to administer a 

retirement plan (the "Plan") for participating commissioned members of the Harbor Police 
Department of the Port of New Orleans (the "Police Department"). The Plan is administered by au 
eight member Board of Trustees. The Plan was created by Act 80 of 1971

, 
as amended by various 

subsequent Acts, of the Louisiana Legislature (the "Act"). 

Plan administrator 

The Board of Trustees has engaged a third party to provide actuarial services and to assist with 

certain administrative functions of the Plan. 

Basis of accounting 

Th e Plan 's finan cial statements are prepared on the accrual basis of accounting in accordance with 

accounting principles generally accepted in the United States of America
.  Revenues are recognized 

in the accounting period in which they arc: earned and expenses are recognized in the period 

incurred. Investment purchases and sales are recorded as of their trade date. Employer and member 

contributions are recorded in the period the related salaries are earned. Administrative expenses are 

funded from investment earnings. Benefits and refunds are recognized when due and payable in 

accordan ce with the terms of the Plan. 

.
Irlyestments 

Investments are reported at fair value. Investments are reported at market value when published 

prices are available, or at cost, when it approximates fair value. Investments that do not have an 

established market are reported at estimated fair value. 

Pension plan investments and financial statements are subject to market fluctuations that can rapidly 
change the fair value on a day-to-day basis. Such market swings can create material changes in 

unrealized appreciation (depreciation) of investments. 

The Plan Administrator and custodian have made significant estimates and assumptions relating to 

the reporting of assets an d liabilities and the disclosure of factors related to such assets and liabilities 

to prepare these financial statements in eonfornfity with accounting principles generally accepted in 

the United States of America. Actual results c~uld differ from those estimates
. 
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The following brief description of the Plan is provided for general information purposes only
. 

Participants should refer to the Plan agreement for a more complete description of the Plan's 

provisions. 

General 

The Plan is a single-employer defined benefit, contributory plan that covers all commissioned 

officers and employees of the Harbor Police Department of the Port of New Orleans
, 
who were 

under the age of 50 on the date of employment. 

Membership 

At June 30, 2002 and 2001 there were 52 and 54, respectively, active members of the Plan (3 of 
whom were fully vested) and 69 and 71 inactive members, respectively, ineluding 41 retirees and 
beneficiaries presently receiving benefits. 

Benefits 

The Plan, as amended, allows for members to retire at age 60 with 10 years of service
, 
at age 55 with 

12 years of service, at age 45 with 20 years of service, and at an y age with 25 years of service
. 

Member benefits are equal to 3%% of average final compensation, as defined, multiplied by 

creditable service years, not to exceed 100% of final salary, The Plan also provides benefits for 

surviving spouses an d disabled members. Ira member resigns from the Police Department before 

retirement, accumulated employee contributions are refunded to the employee without interest. 

The Board of Trustees is authorized, under certain conditions to provide annual cost-of-living 

increases. The cost-of-living adjustments may not exceed 3% of the current benefit (5% of the 
current benefit for 65 or older). A cost-of-lixdng adjustment was not made for the 2002 calendar 

year. A cost-of-living adjustment of 2.5% (4% for those 65 and older) was made for the 2001 
calendar year. An action of the Board of Trustees with respect to cost-of-living adjustments as 
provided in R.S. 11:3685(D), employee contributions as provided in R.S. 11:154, and actuarial 
assumptions as provided in R.S. 11:3688(D), are considered amendments to the provisions of the 
Plan. Other amendments would require the Louisian a Legislature to revise the statutes

. No 

amendment to the plan can deprive any member of a benefit to which he is already entitled
. 
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The plan invests funds received in accordance with guidelines established by the Act, which 

specifies that funds are to be invested in accordance with the same terms and conditions imposed by 

the State of Louisiana upon domestic life insurance companies. 

The Plml's investments are categorized below to give an indication of the level of risk assumed at 

year-end. Category 1 includes investments that are insured or registered or for which the securities 

are held by the Plan or its agent in the Plan's nam e. Category 2 includes uninsured and unregistered 

investments for which the securities are held by the counterparty's trust department or agent in the 

Plan's name. Category 3 includes uninsured and unregistered investments for which the securities 

are held by the counterparty, or by its trust department or agent, but not in the Plan's name. Money 

market mutual funds are not characterized. 

Investments at June 30, 2002 and 2001 were as follows 

Securities Type 

2002 

U.S. government 

Federal agencies 

Corporate bonds 

Money market mutual funds 

Equity securities 

Total investments at June 30, 

2002 

2001 

U.S. government 

Federal agencies 

Corporate bonds 

Money market mutual funds 

Equity securities 

Total investments at June 30 

2001 

$ 1,651,212 

2,465,579 

2,833,64.2 

$ 1,817,743 

2,636,927 

2,504,304 

3~834~349 
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Carrying 

Amount 

(Fair Value) _ 

$ 1,651,212 

2,465,579 

2,833,642 

188,282 

3~347~950 

$ 1,817,743 

2,636,927 

2,504,304 

188,157 

3~834~349 

$ 10.981.480 



3 

4 

The Plan has no investments of any single organization (other than those issued or guaranteed by the 

U.S. Government) that represent five percent or more of the Plan's net plan assets, nor does the Plan 
bold more than five perccnt of any corporation's stock. 

Funding of the Plan is provided from contributions from members and the Port of New Orleans (the 
"Port"), as specified in the Act. Menthers contribute, by payroll deduction, 7% of defined 
compensation. 

The Port is required to make contributions to the Plan at aetuarially determined rates expressed as a 

percentage of members' defined compensation; however, the maxinmm contribution by the Port 

shall not exceed thirteen percent of defined compensation. Level percentages of payroll employer 

contribution rates are determined using the entry age normal actuarial method until assets exceed the 

accrued actuarial liability, at which point the aggregate actuarial method is used. The aggregate 

method was applicable for fiscal years 2002 and 2001. This method produced a required employer 

contribution level at, 23.63% and 21.01% (limited to 13%) of covered payroll for 2002 and 2001, 
which the Port directly funded at a rate of 13% of covered payroll for fiscal year 2002 and a rate of 

7% of covered payroll for fiscal year 2001. 

In accordance with GASB No. 25, required supplementary information can be found in the attached 

schedules. 
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The information presented in the required supplementary schedule was determined as part of the actuarial 

valuations atthe dates indicated. Additional infomaation as of the latest actuarial valuation follows: 

Valuation date 

Actuarial cost method 

Asset valuation method 

Actuarial assumptions 

June 30, 2002 

Aggregate actuarial cost method, a method which does not 

identify or separately amortize unfunded actuarial liabilities 

3-year smoothed market 

Investment rate of return 7% per annum 

Mortality 

Termination, disability and 

Retirement 

Salary growth 

Cost-of-living adjustments 

Mortality rates were projected based on the 1971 Group 
Annuity Mortality Table, male set back five years for females. 

Termination rates were similar to the experience of othe~ 

police plans throughout the state. Disability rates were based 

on the Eleventh-Aettlarial Valuation of the Railroad 

Retirement System. Early retirement rates assumed were 10% 

for ages 45 to 49, 20% for ages 50 to 62, and 100% for ages 63 

and over. Actual retirement of people eligible for retirement 

prior to the traditional age of 65 are dependent on intangible 

things such as the economy, health, financial ability, the Social 

Security System, and work patterns. 

5 % per year 

Accumulated cost-of-living adjustments are included in costs. 

Adjustments for the next year are projected but future cost-of- 
living irtcreases which are contingent on satisfaction of 

statutory requirements and approval by the Board of Trustees, 

are not projected. 
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Board of Trustees 

Harbor Police Employees' Retirement System 

We have audited the financial statements of the ltarbor Police Employees' Retirement System (the 

"Plan"), as of and for the year ended June 30, 2002, and have issued our report thereon dated September 
6, 2002. W e conducted our audit in accordance with auditing standards generally accepted in the United 

States of Ameriea and the standards applicable to financial audits contained in Governmental Auditing 

Standards, issued by the Comptroller General of the United States. 

Compliance 

As part of obtaining reasonable assurance about whether the Plan's financial statements are free of 

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 

and contracts, noncompliance with which could have a direct and material effect on tile determination of 

financial statement amounts. However, providing an opinion on complian ce with those provisions was 

not an obj eetive of our audit and accordingly, we do not express such an opinion. The results of oar tests 
disclosed no instances of noncompliance that are required to be reported under Governmental Auditing 

Standards. However, we noted immaterial instances of noncompliance, which we have reported to 

management of Harbor Police Employees' Retirement System in a separate letter dated September 6, 

2002. 

emal Control Over Financial Reoortin~ 

In planning and performing our audit, we considered the Plan's internal control over financial reporting in 

order to determine our auditing procedures for the purpose of expressing our opinion on the financial 

statements and not to provide assurance on the internal control over financial reporting. Our 

consideration of the internal control over financial reporting would not necessarily disclose all matters in 

the internal control over financial reporting that might be material weaknesses. A material weakness is a 

condition in which the design or operation of one or more of the internal control components does not 

reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to 

the financial statements being audited may occur and not be detected within a timely period by employees 

in the normal course of performing their assigned functions. W e noted no matters involving the internal 

control over finan cial reporting and its operation that we consider to be material weaknesses. 
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This report is intended solcly for the information and use of the Board of Trustees, management, and fllc 

Legislative Auditor of the State of Louisiana and is not intended to be and should not be used by anyone 

other than these specified parties. 

Mctairic, Louisiana 

September 6, 2002 
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SECTION 1 INTERNAL CONTROL AND COMI'LIANCE MATERIAL TO THE FI NANCIAL 

STATEM ENTS 

None 

SECTION I1 INTERNAL CONTROL AND COM PLIANCE MATERIAL TO FEDERAL 

AW ARDS 

2000-01 (Repeat Finding) Employer contributions 
were funded at 7% instead of at the actuary 
calculated contribution rate an d no additional 

payments for sick and annual leave credits. 

SECTION lll MANAGEMENT LETTER 

Partially resolved - Employer contributions were 

funded at 13%. The finding concerning additional 

payments for sick and annual leave credits remains 

unresolved, but has been classified as a non- 

reportable condition included in the management 

letter. 

Clarification or Amendment of Retirement Plan Unresolved 
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September 6, 2002 

Board of Trustees 

Harbor Police Employees' Retirement System 

In planning and performing our audit of the financial statements of Harbor Police Employees' Retirement 

System for the year ended June 30, 2002, we considered the Company's internal control in order to 

determine our auditing procedures for the purpose of expressing an opinion on the financial statements 

and not to provide assurance on internal control. W e also performed tests of its compliance with certain 

provisions of laws, regulations an d contracts, which could have a direct an d material effect on the 

determination of financial statement amounts, but providing an opinion on compliance was not an 

objective of our audit. 

During our audit, we became aware of certain nonmaterial instances of non-compliance. "lhe 

memorandum that accompauies this letter summarizes our comments an d suggestions regarding this 

matter. W e previously reported on the Company's complian ce issues that are required to be reported 

under Government Auditing Standards in our report dated September 6, 2002. This letter does not affect 

our report dated September 6, 2002, on the finan cial statements of Harbor Police Employees' Retirement 

System. 

W e will review the status of this conmaent during our next audit engagement. W e have already discussed 

this comment and suggestion with various System personnel, and we will be pleased to discuss it iu 

further detail at your convenience, to perform any additional study of this matter or to assist you in 

implementing the recommendations. 
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M emorandum on Internal Controls and Compliance 

Compliance with the Ae 
.(Repeat Comment) 

In performing our audit, we noted several areas of the Act where we believe clarification or amendment 

may be needed for the System to ensure compliance. Some of the areas we noted include: the official 

name of the System, coverage of employees of the Harbor Police who are not commissioned offi cers, 

special employer payment for credit for unused sick and unused annual leave, the various definitions for 

compensation and the applications of same are not consistent or dear, whether or not the System should 

revert back to the entry age normal method, and the Act requires the separation of the assets into various 

funds which are not maintained in the accounting records. 
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Mr. Albert L Richard, IH 

Audit Partner 

Postlethwaite & Netterville 

2324 Severn Avenue, Suite A 

Metairie, LA 70001-1977 

Dear Mr . Richard 

September 9, 2002 

W e have reviewed the Fiscal Year 2002 audit observations concerning suggested 

improvements to Harbor Police Employee's Retirement System's operation. Our response to 

your prior year comments is as follows: 

CLARIFICATION OR AMENDMENT OF RETIREMENT PLAN 

We did not have an opportunit3, to address this matter in the prior year, but intend to address it in 
the current year. An attorney will be hired during the year to review  the Plan and propose 

changes to insure the plan reads according to cun'ent practices. 

Sincerely, 

BOARD OF COMMISSIONERS OR THE PORT OF NEW ORLEANS 

Post Office Box 60046. New Orfeorts, Louisiana 70160,Tel: 504 522-2551.Fax: 504 524-4156 


